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The
Practicing
CPA

AUGUST 1991

An AICPA publication for the local firm

WHY APFS? WHY CPA?
Why should I become an APFS? CPAs are
increasingly asking this question. The accredited
personal financial specialist (APFS) designation is
still relatively new. The professions concern is
timely. The answer to the question, though, is sim
ple. One should seek the APFS designation for the
same reasons one sought the CPA certificate.
At some point in the past, each AICPA member
decided he or she wanted to be a CPA. The reasons
varied. Some people sought acceptance in the busi
ness community. Becoming a CPA provided this
acceptance. Personal achievement guided other
people. They wanted to attain accountancy’s highest
credential. Others were attracted by the financial
rewards they believed the CPA certificate could help
them achieve. Contributing to the community moti
vated some aspiring CPAs. Others wanted to go into
business for themselves. They decided the CPA cer
tificate was an entree to self-employment. The CPA
certificate was desirable for these and other reasons.
The reasons for attaining the CPA certificate
explain exactly why a CPA would also seek the APFS
designation. It, too, provides professional accept
ance, personal achievement, financial rewards, the
chance to help the community, and the opportunity
for self-employment.
Clients clearly benefit when their CPAs attain the
APFS designation. People need to engage in per
sonal financial planning. Many are looking for an
adviser who will objectively help them choose from
among their financial alternatives. Who can be bet
ter suited for this job than their CPA? In all proba
bility, they will expect their CPA to provide personal
financial planning services.
Many clients need help in setting goals. Some
clients talk about their desire to increase income
while decreasing tax obligations. Making more
money and paying less tax are not goals, however;
they are general statements of atttitude. Goal set
ting can be difficult. The client benefits when the
CPA leads the way.

The CPA can identify and quantify the clients
goals and array the plans that will meet them. The
CPA and client can choose the best alternative. The
chosen course of action will need implementation
and monitoring. Further, plans usually need
periodic updating. The CPA who has developed his
personal financial planning skills can take the lead
in helping the client.
Clients trust their CPAs. The fee-only CPA is
unbiased, has knowledge of the clients financial
affairs, and is an objective adviser. Clients naturally
want to consult with such a person about their per
sonal financial choices before making decisions. The
CPA will enjoy the work, better serve present clients,
and expand the opportunities for more engage
ments and a larger client base.
The CPA is already a highly respected profes
sional. Adding the APFS designation will provide
new work from present clients, strengthen relation
ships, and build loyalty. In addition, well-served,
satisfied clients frequently become good referral
sources.
The CPA can also personally benefit from the
application of this knowledge and skill. My interest
in personal financial planning began when I won
dered how old I would be when I reached financial
independence. I thought that the question was in the
natural province of the CPA and there should be an
objective way to arrive at an answer. I studied the
(continued on page 6)
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A Change for the Better
At its meeting in May, the AICPA governing council
authorized a mail vote of members to change rule
505, Form of Practice and Name, of the Institutes
Code of Professional Conduct. Under the current
rule, members may practice only as pro
prietorships, partnerships, or professional corpora
tions. The proposed amendment would allow CPAs
to practice in any form of organization permitted by
the laws and regulations of their states. Its full
implementation will require changes in the laws
and regulations of many states, where restrictions
approximate the present AICPA rule.
In proposing this change, AICPA council wants to
provide CPA firms with as much flexibility as possi
ble in establishing, organizing, and managing
accounting practices so as to maximize efficiency

Members must still
comply with
high professional standards.
and minimize liability exposure. Given today's eco
nomic turbulence with its pressures on firm prof
itability, and the increasingly litigious environment
in which members practice, such flexibility could
obviously have significant benefits.
By expanding organization options, the modified
rule would enable AICPA members to seek the form
of practice that best serves both firm and clients.
CPAs in some states, for example, may be able to
choose forms that limit partners liability to a third
party to only those cases where they were person
ally responsible for negligent acts. This contrasts
with the liability protection now offered by several
state professional corporation (PC) statutes, in
which CPAs may have exposure to liability for their
actions as supervisors or executives of the firm, as
well as for the contractual obligations of the PC.
Under some PC statutes, for example, all share
holders carry the same unlimited personal liability
as partners. This makes it possible for CPA owners

who are not involved in an engagement to be jointly
and severally liable for the negligent work of
another owner of the PC.
Several states are developing legislation that
would essentially create a new business entity—the
limited liability company. This form combines the
limited exposure to liability associated with corpo
rations with the tax benefits of partnerships. The
new rule will ensure that members are not hindered
from choosing this organizational form. In addition,
the modified rule may allow members to select
organizational forms that facilitate their ability to
establish multistate practices and enable them to
better serve clients who operate in more than one
state.
Being allowed to practice in any organizational
form should not impair the publics perception of
the profession or affect CPAs’ abilities to serve the
public. Regardless of the form of practice, members
must still meet the specific licensing requirements
of their state boards of accountancy, and are still
required to adhere to high technical and ethical
standards.
Firms’ auditing and accounting work, for exam
ple, will continue to be monitored through the
Institute’s peer review and quality review programs.
And individuals directly responsible for deficient
work will continue to be held accountable. All mem
bers practice on the basis of their individual
licenses. These licenses are at risk if members do not
comply with professional standards.
The AICPA is alone among professional organiza
tions in restricting members’ forms of practice.
Other professional associations, such as the Amer
ican Medical Association and the American Bar
Association, do not prescribe the form of practice of
their members. Instead, they rely on state licensing
regulations. The AICPA governing council believes
the Institute should do likewise, and that its rules
should reflect the public policy decision made by
the legislature where its members practice.
A ballot to approve the rule change will be mailed
to you in November. Vote for the proposal. It will be
the first step in the Institute’s efforts to obtain more
flexible practice provisions in state laws and regula
tions. This can only be a change for the better. □
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Highlights of Recent Pronouncements

FASB Statement of Financial
Accounting Standards

No. 106 (December 1990), Employers Accounting for
Postretirement Benefits Other Than Pensions
□ Establishes financial accounting and reporting
standards for an employer that offers post
retirement benefits other than pensions to its
employees.
□ Applies to all postretirement benefits expected
to be provided by an employer to current and
former employees, their beneficiaries, and cov
ered dependents, pursuant to the terms of an
employer's undertaking to provide those bene
fits.
□ Significantly changes the prevalent current
practice of accounting for postretirement bene
fits on a pay-as-you-go (cash) basis by requiring
accrual, during the years that the employee
renders the necessary service, of the expected
cost of providing those benefits to an employee
and the employees beneficiaries and covered
dependents.
□ Improves employers’ financial reporting for
postretirement benefits by enhancing:
1) The relevance and representational
faithfulness of the employer’s reported
results of operations by recognizing net
periodic postretirement benefit cost as
employees render the services necessary to
earn their postretirement benefits;
2) The relevance and representational
faithfulness of the employer’s statement of
financial position by including a measure of
the obligation to provide postretirement
benefits based on a mutual understanding
between the employer and its employees of
the terms of the underlying plan;
3) The ability of users of the employer’s finan
cial statements to understand the extent and
effects of the employer's undertaking to pro
vide postretirement benefits to its employ
ees by disclosing relevant information about
the obligation and cost of the postretirement
benefit plan and how those amounts are
measured;
4) The understandability and comparability of
amounts reported by requiring employers
with similar plans to use the same method to
measure their accumulated postretirement
benefit obligations and the related costs of
the postretirement benefits.

□ Adopts three fundamental aspects of pension
accounting:
1) Delayed recognition of certain events;
2) Reporting net cost;
3) Offsetting liabilities and related assets.
□ Addresses the accounting issues related to
measuring and recognizing the exchange
transaction that takes place between an
employer that provides postretirement bene
fits and the employees who render services in
exchange for those benefits.
□ Requires that an employer’s obligation for
postretirement benefits, expected to be pro
vided to or for an employee, be fully accrued by
the date that the employee attains full eligi
bility for all of the benefits expected to be
received by that employee, any beneficiaries,
and covered dependents, even if the employee
is expected to render additional service beyond
that date.
□ Supersedes FASB Statement No. 81, Disclosure
ofPostretirement Health Care and Life Insurance
Benefits.
□ Rescinds FASB Technical Bulletin No. 87-1,
Accounting for a Change in Method of Account
ing for Certain Postretirement Benefits.
□ Amends APB Opinion 12, Omnibus Opinion—
1967, to explicitly require that an employer's
obligation under deferred compensation con
tracts be accrued following the terms of the
individual contract over the required service
periods to the date the employee is fully eligible
for the benefits.
□ Amends APB Opinion 16, Business Combina
tions.
□ Amends FASB Statement No. 87, Employers'
Accounting for Pensions.
□ Effective for fiscal years beginning after
December 15,1992, except that the application
to postretirement benefit plans outside the
United States and certain small, nonpublic
employers is delayed to fiscal years beginning
after December 15, 1994. The amendment of
APB Opinion 12 is effective for fiscal years
beginning after March 15, 1991.

Statements on Auditing Standards

No. 66 (June 1991), Communication ofMatters About
Interim Financial Information Filed or to Be Filed
With Specified Regulatory Agencies—An Amendment
to SAS No. 36, Review of Interim Financial Informa
tion.
Practicing CPA, August 1991
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□ Amends SAS No. 36, Review of Interim Finan
cial Information, and changes the title to
Review of or Performing Procedures on Interim
Financial Information.
□ Establishes requirements for communications
to management and, in certain situations, to
audit committees about certain matters involv
ing interim financial information filed or to be
filed with specified regulatory agencies when
an accountant is engaged to:
1) assist an entity in preparing its interim
financial information, or
2)
perform procedures on the information.
□ Effective for interim financial information
filed or to be filed with a specified regulatory
agency for interim periods ending after Sep
tember 15, 1991.

No. 65 (April 1991), The Auditor’s Consideration of the
Internal Audit Function in an Audit of Financial
Statements
□ Supersedes SAS No. 9, The Effect of an Internal
Audit Function on the Scope of the Independent
Audit.
□ Provides the auditor with guidance on consid
ering the work of internal auditors and on using
internal auditors to provide direct assistance to
the auditor in an audit performed in accor
dance with generally accepted auditing stan
dards.
□ Effective for audits of financial statements for
periods ending after December 15, 1991. Early
application of the provisions is permissible.
No. 64 (December 1990), Omnibus Statement on
Auditing Standards—1990
□ Amends SAS No. 59, The Auditors Considera
tion of an Entity’s Ability to Continue as a Going
Concern, paragraphs 12 and 13, to clarify
required language that the auditor should
include in an explanatory paragraph that
describes his or her substantial doubt about an
entity’s ability to continue as a going concern.
□ Amends SAS No. 58, Reports on Audited Finan
cial Statements, paragraph 83, to modify the
explanatory language for the auditor when the
financial statements reported on by the pre
decessor auditor are restated and the pre
decessor’s audit report is not presented.
□ Amends SAS No. 1, section 543, Part of Audit
Performed by Other Independent Auditors, para
graph 16, to modify the explanatory language
for the auditor who, following a pooling-ofinterests transaction, is asked to report on re
stated financial statements for one or more
prior years when other auditors have audited
Practicing CPA, August 1991

one or more of the entities included in such
financial statements.
□ Effective for reports issued after December 31,
1990.

Information for Members

Technical information

The primary responsibility of the eleven peo
ple who staff the Institute’s technical informa
tion service is to answer members’ questions
on technical matters. They receive some 48,000
inquiries per year on accounting principles,
financial statement presentation, auditing and
reporting standards, and certain aspects of
professional practice, excluding tax and legal
matters. If you would like some assistance, we
encourage you to call toll-free: United States,
(800) 223-4158; New York State, (800)
522-5430.

Library services
The AICPA library’s staff can offer assistance
on a broad range of business topics. AICPA
members anywhere in the U.S. may borrow
from the library’s extensive collection. For
assistance, just call these toll-free numbers:
United States, (800) 223-4155; New York State,
(800) 522-5434.

Please note that toll-free calls
cannot be transferred to
other Institute departments.

Total On-Line Tax and Accounting
Library (TOTAL)
NAARS accounting and financial data library
Subscribers have access to different types of
files in the Institute’s NAARS library. These are
corporate and local governmental annual
reports, including financial statements and
notes, auditors’ opinions, and all current and
superseded authoritative and semi-authori
tative literature from the AICPA, FASB, GASB,
and SEC. TOTAL subscribers can also access
tax and other information. For further infor
mation, just call Hal Clark: (212) 575-6393.
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What Happens When Employees
Help Manage?
Encouraging employees to participate in the man
agement of a practice often results in the generation
of ideas and suggestions not possible from a part
ner-only perspective. In addition, participatory
management methods often help to reduce mistrust
between partners and staff, boost employee selfesteem, and improve productivity.
People closest to the situation can often spot what
is really causing a problem and suggest a practical
solution. When staff is asked for its suggestions and
when its suggestions are accepted, the needed
change is usually acted upon more enthusiastically.
Resistance to change in the work environment,
whether it stems from mistrust of managements
motives, fear of a new challenge, or concern over job
security inhibits the firms progress. Getting staff
involved in the management process reduces resis
tance and encourages teamwork.
Because of their close involvement in client work,
staff members often have another perspective on
ways services might be marketed, client service
improved, practice development activities
enhanced, or office procedures streamlined. Par
ticipatory management methods can unlock some
of staffs ideas, let management know what moti
vates employees, and facilitate the communication
needed to fulfill mutual needs and objectives.
Participatory management does not mean turn
ing over the reins to staff, but it does mean involving
others in the development of management strat
egies and in the implementation of plans of action.
You can choose from a variety of approaches to
involve people with diverse perspectives on com
mon issues and problems in decision making.
Task forces. Ask for volunteers to work together to
solve a specific problem. The group should comprise
staff members who have similar interests and con
cerns about the issue at hand. For example, if a task
force is assigned to develop a bonus system for man
agers, the group should include managers. If the
purpose is to investigate new word processing soft
ware, the task force should include operators of
word processing equipment.
Quality circles. Hold regular meetings of a rotat
ing representative group (or all the staff in a small
firm) to discuss current concerns in the firm. This is
a good way to keep up with the changing needs of
clients and staff. This approach can be used, for
example, to develop methods for reducing the time
needed to process financial statements or to devise
ways to cross-sell services to clients.
Problem-solving sessions. If there is a procedural
problem involving different departments, invite the
people concerned to discuss critical issues. Allow

enough time for everyone to express his or her
thoughts. Ideas can be brainstormed until a mutu
ally acceptable solution is found. This approach can
be used to resolve differences between, say, tax and
accounting department staff regarding the prepara
tion of corporate tax returns or, perhaps, to improve
communication between different sections of the
administrative staff.
Employee review boards. This technique is well
suited to gaining employee participation in and
acceptance of revisions in certain matters such as
overtime and employee benefits policies. The
boards should include representatives from each
department who should be asked to review policy
changes that affect staff, and to document peoples
concerns.
Other approaches to participatory management
might work equally well. There are pros and cons to
every method, and the potential pitfalls of employee
participation should be carefully considered before
any changes are made in the way the firm is man
aged.
For example, care should be taken that meetings
to work out problems don’t turn into gripe sessions,
or that management restrictions on staff input don’t
discourage further involvement. Sometimes, man
agers resent their seeming loss of power when lowerlevel staff are involved in making decisions. You may
find, too, that it is more difficult to keep certain
matters confidential when more people are
involved, or that staff members want to be involved
only when an issue directly affects them.
One other important point to keep in mind is that
it takes longer to make decisions when there are
several people involved in the process. You can mini
mize many of these drawbacks, however, by phasing
in the new approach. You can focus on one or two
issues first, and when you are certain that people’s
roles and responsibilities are understood, you can
expand the process to more issues and to other
employees.

Benefits are far-reaching
Participatory management methods pay long
term dividends. The approach reaches beyond solv
ing the problem or issue at hand and opens new
avenues of communication between management
and staff. When control gives way to collaboration,
employee identification with the firm increases.
Improved understanding leads to less turnover,
increased efficiency, and, ultimately, to gains in
profitability. □
—by Jayne E. Osborne, Administrative Strategies, 73
Hillside Avenue, Nutley, New Jersey 07110, tel. (201)
667-8194
Practicing CPA, August 1991
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The APFS Designation

The AICPA accredited specialist designation pro
gram is voluntary. A CPA can practice in any
specialty area without participating in it. There
are several reasons why a CPA providing personal
financial planning services should consider
obtaining the accredited personal financial plan
ning specialist (APFS) designation, however.
First, the program protects the public by assur
ing that providers of these services are compe
tent. Uniform standards are used in evaluating
claimed expertise, and accredited specialists are
provided with opportunities to keep up-to-date
and improve their skills and expertise. In addi
tion, the program brings together members with
similar interests, facilitates client referrals, and
helps smaller firms become more competitive in
specialty areas of practice.
To qualify, a candidate must
□
Be a member in good standing of the AICPA.
□ Hold a valid and unrevoked CPA certificate
issued by a legally constituted state
authority.
□ Have at least 250 hours of experience per
year in personal financial planning
activities for the three years immediately
preceding the application. This experience
must include the personal financial plan
ning process, and personal income tax plan
ning, risk-management planning, invest
ment planning, retirement planning, and
estate planning.

Why APFS (continued from page 1)
literature, found an approach, and made the analy
sis and calculations for that part of my personal
financial plan.
In addition, I wondered if I were carrying the
right amount of life insurance. This was another
question that lent itself to the skills of the CPA.
Again, I learned how to analyze and calculate what
was needed to satisfy this aspect of my personal
financial plan.
Prior to obtaining the APFS designation, I had
been vaguely moving forward regarding my retire
ment and life insurance needs, but had been unsure
of exactly what I was trying to accomplish. I could
not quantify my goals or my progress toward meet
ing them. The skills and knowledge attained
through study were used to put order and coherence
in my personal financial plan. As a result, I had clear
goals and a plan that would allow me to meet my
objectives.
Practicing CPA, August 1991

□ Submit a written statement of intent to com
ply with all the requirements for reac
creditation.
□
Pass the APFS examination.
□ Submit six references to substantiate work
ing experience in personal financial plan
ning.
The examination is given semiannually (the
next examination will be held on September 27,
1991); the number and location of testing sites
depending on the number of candidates taking
each examination. A list of testing sites is pub
lished in the PFP divisions newsletter, Planner,
and is mailed to candidates.
APFS designees must pay an annual reac
creditation fee and recertify their accreditation
every three years. In addition to other require
ments, reaccreditation necessitates the member
have at least 750 hours of experience in the vari
ous areas of personal financial planning over the
preceding three years, and to have taken at least
72 hours of financial planning courses in pre
scribed disciplines during that period. In addi
tion, the member must complete an internal
practice review questionnaire that provides
information to determine whether he or she has
met the reaccreditation requirements.
Information packages about the APFS program
and applications for the examination can be
obtained from the AICPA personal financial plan
ning division, tel. (800) 966-7379.

Then the light bulb came on. If I needed this
guidance, there must be many clients with the same
need. I owed them the opportunity to achieve their
goals and objectives by providing them with per
sonal financial planning services. That is when I
decided to become an APFS.
Although other personal financial planning cre
dentials exist, only CPAs can hold the APFS designa
tion. Each new CPA/APFS adds to the awareness of
the qualification, and the public will come to associ
ate it with quality financial planning services. Some
years ago, our predecessors made the CPA certifi
cate the standard of excellence in accounting. If we
can make the APFS designation the standard of
excellence in personal financial planning, it will be
even more important to the next generation than it
is to us today.
The personal financial planning field will con
tinue to grow and the practitioner who overlooks
this opportunity hurts himself. Clients will find
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someone else to provide these services if their CPA
does not. CPAs might keep in mind that many people
use the title "personal financial planner.” The APFS
designation differentiates the committed CPA prac
titioner from the crowd. The CPA benefits by having
credentials showing demonstrated competency in
personal financial planning. Quite clearly, becom
ing an APFS is the best route for the CPA to take. □
—by Houston D. Smith, Jr., CPA/APFS, Smith and
Raab, CPA Financial Planners, P.C., 400 Decatur
Federal Building, Decatur, Georgia 30030

Billing and Collecting is an
Art, Not a Science
Although billing and collecting are usually not on a
list of favorite tasks for a business executive, these
elements often are the lifeblood of an organization
that wishes to develop and thrive. Effective billing
will not only keep an organization running profit
ably, it will also give a firm an indication of the value
the client places on the service provided.
The billing and collection process is useful in
measuring the degree by which you have suc
cessfully served your clients, and in allowing the
professional to receive compensation for this ser
vice. The process begins when a prospective client
decides to hire your services.
Talk openly and completely with the new client to
understand exactly the terms of the agreement
including what is to be done, and how and when it is
to be done. Make sure there is also complete under
standing as to how success will be measured, what
the charge for the services will be, and when
invoices will be paid.
It might he helpful to consider the client/accountant interview as a job interview and the engage
ment letter process as a sales call. At the conclusion
of the job interview, both parties would understand
exactly what the assignment is, when it is to be
completed, what the salary arrangement is, and,
most important, when payday is.
Today, with increased competition from both
inside and outside the profession, and with eco
nomic turbulence in various parts of the country
and the world, value in the client’s eyes is much
more important than in the past. Keeping this in
mind, practitioners must concentrate on providing
a vital service at a price the client considers reason
able.
Most firms are obtaining the ability to bring a job
in on time and on budget. With so much experience
in the accounting profession, so many time and bill-

A Head Start with 1991 Tax Planning
The AICPA has prepared the following mate
rials you can use to assist clients with yearend
tax planning.
□ Smart Tax Moves for 1991. This two-color,
eight-panel brochure outlines ways indi
viduals can reduce their 1991 tax bills. It
includes a summary of recent tax changes
and a chart of 1991 tax rates You can mail
the brochure to clients and prospects, dis
play it at the office, or hand it out at pre
sentations and seminars.
The product no. is 889527 and the cost is
$17 per 100 brochures.
□ A Winning Tax Plan. Designed for delivery
to general audiences, this presentation
contains forty color slides and a related
script on topics ranging from an overview
on new tax laws to maximizing itemized
deductions.
The product no. is 889512 and the dis
counted cost to AICPA members is $108
for the first set and $52 for each additional
set. (Additional sets at $52 each must be
ordered with the first one. Sets cannot be
returned.)
□ Tax Trimming Tips for 1991. This is a
twenty- to twenty-five minute speech for
CPAs to give to general audiences. It offers
a summary of significant tax changes and
explains basic tax-saving strategies. A
media interview guide is included.
The product no. is 890665 and the cost
is $4 per copy.
These materials may be purchased from the
AICPA order department, (800) 334-6961; in
New York State, (800) 248-0445.

ing systems, and so many opportunities to respond
to client requests, we are able to assess a clients
needs and price them appropriately. And we are able
to openly negotiate a good job at a reasonable price
if we have the organizational and personnel mecha
nisms in place and properly operating.
Sophisticated business people understand they
cannot receive a $30,000 job for $15,000. They are
willing to negotiate for the appropriate fee.
While the hourly rate is most crucial to accoun
tants, the completed task and its value is uppermost
in the eyes of the client. The accountants job is to
talk results and value, not hours and rates. Clients
do not accept the old theory that the passage of time
is the rendering of service.
Practicing CPA, August 1991
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If we understand our business and if we communi
cate openly with our clients in their language, there
is no reason why we cannot render the service the
client wants at a fee he or she thinks is fair.
The biggest challenge is understanding the dif
ference between clients needs and wants, finding
out what they truly expect, and discerning the value
of these expectations in their eyes.
Most practitioners believe they provide quality
services to clients, and that clients will perceive this
quality as value and be willing to pay for it. The
word quality is often heard these days. But what is
it? And who judges it? The answers, while not
always at your fingertips, are simple.
Quality is the belief throughout your organiza
tion, no matter what its size, that only the best you
can achieve will do. It is also the belief that you will
seek the uppermost education and training in order
to meet the needs of clients.

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

Quality depends on the image the firm portrays,
as well as on the clients’ opinions of the firm. Clients
automatically assume you adhere to professional
standards. What they do notice is whether their
names are spelled correctly, whether there are
smudges on their reports, whether their calls and
correspondences are answered promptly, and
whether the fee is commensurate with their percep
tion of value received. It is precisely their percep
tions of value clients hold you responsible for, pay
you for, and recommend you on.
If you think you can meet a clients expectations,
take the job, manage it well, and everyone will be
happy. If you don’t think you can do the job, find out
why. If it just can’t be done, pass it by and look for
another opportunity. □

—by Morrey Shifman, CPA, 2430 St. Paris Pike,
Springfield, Ohio 45504, tel. (513) 390-1228
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